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West Michigan Stock Returns
Gregg Dimkoff, Ph.D., Department of Finance
West Michigan Stocks Fall
in 2018
The West Michigan Stock
Index fell 8.4% in 2018. As if
that weren’t bad enough, the
Index had been up by almost
seven percent through the
first nine months of the year,
and then dropped by almost
15% during the fourth quarter.
That miserable fourth quarter
performance was about
the same as both the Dow
Industrials and the S&P 500
Indexes, but could have been
worse: The NASDAQ Composite Index fell 21% in the year’s
final quarter. Table 1 below highlights 2018 annual returns.

Table 1: 2018 Stock Market Returns1
Returns
West Michigan Index

- 8.4%

NASDAQ Composite Index

- 4.6%

S&P 500 Index

- 7.0%

Dow Jones Industrial Average

- 6.7%

The West Michigan Index includes two companies not
previously appearing in the Index: Kellogg Company and
Whirlpool Corporation.
Only two West Michigan Index companies ended 2018 with
positive returns: Sparta-based ChoiceOne Financial Services,
Inc. topped the Index with a 5% return, while Kalamazoobased Stryker Corporation eked out a 1.2% return. In a striking
coincidence, Wolverine Worldwide began and ended the year
with a price difference of only a penny. All other firms in the
Index finished the year with losses.
West Michigan company stock returns mostly reflected
changes in the U.S. economy during the year. The year began
with great optimism after significant business tax cuts were
signed into law just before Christmas in 2017. Further, gross
domestic product grew by 4% in early 2018, a level unreached
for many calendar quarters. Investor optimism drove up the
price of most stocks. But as the year proceeded, concerns
developed over how tariffs would affect international trade,
how higher interest rates would affect the economy, and
whether slowdown in worldwide growth would eventually
lead to a recession. These concerns came to a head in the
1

fourth quarter, and stocks plummeted. Most companies in
the West Michigan Index saw their stock price peak about
midyear, and reach their lowest levels with about a week to
go in December.
Table 2 ranks the sixteen companies comprising the Index by
their 2018 returns.
The 2018 performance of each of the companies in the Index
is described below. Most of the discussion is based on
year-to-date performances as reflected in quarterly earnings
reports through the third quarter. Companies are listed
alphabetically.
ChoiceOne Financial Services, Inc.
ChoiceOne Financial Services, Inc. is the holding company
owning ChoiceOne Bank. The bank consists of 12 full-service
offices, including one opened in downtown Grand Rapids
during the year. The company’s stock price rose steadily
during the year until mid-October, then tailed off. Good news
included a decrease in the company’s income tax rate from
26% to 15% and a third quarter earnings increase of 11.5%
compared with the year earlier quarter.
Community Shores Bank Corporation
The Muskegon-based bank holding company had an
interesting year. As has been the case since it was founded
about 20 years ago, insiders own the majority of shares.
The company’s board of directors filed Form 15 with the
Securities and Exchange Commission on January 4 to
deregister its stock. The process allows a company with fewer
than 300 shareholders to “go dark,” thereby avoiding the
need to file quarterly and annual reports with the SEC. As
a result, significant operating expenses associated with the
cost of preparing and reporting reports are eliminated. So
Community Shores Bank Corporation still exists, its expenses
are lower, its shares are still traded, but it is no longer possible
for the public to determine how the company is doing.
Gentex Corporation
The company enjoyed a relatively good year. For example,
second quarter net income increased 23% while third
quarter net income increased 23%. Overriding this fine
performance, its revenue increase was slightly lower than the
consensus estimates. The corporation’s stock fell beginning in
September as President Trump’s threats of trade tariffs made
investors uneasy about the company’s ability to maintain
unit sales and profit margins. Further, there are concerns that
world-wide sales of vehicles will fall in 2019. If that happens,
Gentex’s sales likely will be negatively affected. These
concerns likely caused the company’s stock to fall throughout
the end of 2018.

The West Michigan Index consists of 16 publicly traded companies headquartered in West Michigan. Each company’s return is weighted by its market value
- the number of shares of common stock outstanding multiplied by the company’s stock price. The index matches the weighting methodology used by the
NASDAQ Composite Index. The Dow Jones Industrial Average is price weighted, while the S&P 500 Index uses a somewhat complex method dividing the sum
of the market values of each component stock by a proprietary index divisor.
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Table 2: West Michigan Company Returns
2018 Prices Closing

2018 Prices Opening

$25.00

$23.802

5.0%

$156.75

$154.84

1.2%

Wolverine Worldwide, Inc.

$31.89

$31.88

0%

Steelcase Inc.

$14.83

$15.20

-2.4%

Gentex Corporation

$20.21

$20.95

-3.5%

$9.62

$10.00

-3.8%

$21.02

$22.35

-6.0%

$2.65

$3.00

-11.7%

Meritage Hospitality Group Inc.

$17.50

$20.00

-12.5%

Kellogg Company

$57.01

$67.98

-16.1%

Mercantile Bank Corporation

$26.28

$35.37

-20.1%

Herman Miller, Inc.

$30.25

$40.05

-24.5%

Universal Forest Products, Inc.

$25.96

$37.62

-31.0%

SpartanNash Company

$17.18

$26.68

-35.6%

$106.87

$168.64

-36.6%

$38.75

$87.16

-55.5%

ChoiceOne Financial Services, Inc.
Stryker Corporation

Macatawa Bank Corporation
Independent Bank Corporation
Community Shores Bank Corporation

Whirlpool Corporation
Perrigo Corporation PLC
2 Adjusted

Price Change

for a 5% stock dividend 5/31/2018

Herman Miller, Inc.
The company reported strong second quarter results on
December 19 (Its quarters are not traditional calendar
quarters beginning on January 1). Sales growth had increased
10%, and that led to a 20% growth in eps. Quarterly net sales
and order levels both hit all-time record highs. Executives
report that “…the outlook is supportive for continued growth.”
Usually such great news would drive up the stock price, but it
hasn’t done so yet.
Independent Bank Corporation
Like other area banks, the bank’s price rose through early
July and then dropped steadily through December, reaching
a bottom in the last week of December. The bank is doing
well, however. Third quarter net income rose 59%, while eps
increased 46%, beating consensus estimates. Both of these
numbers were helped by the June acquisition of Traverse City
State Bank. Return on assets was a healthy 1.3 percent.
Kellogg Company
Bucking the trend of most stocks, Kellogg’s price trended
downward during the first half of 2018, hit a 2018 peak in midSeptember, and then steadily declined to a 52-week low at the
end of December. Why the decrease? The company’s profits
fell short of its guidance. The company explained that it poured
more money into developing its single-serve and on-the-go
snacks for U.S. markets. By doing so, the company is foregoing
some profit in order to develop products and markets. In
addition, because the company experienced unusual doubledigit sales growth earlier in the year, stock investors – often
accused of over-focusing on short-term events — took the

news badly, and down went Kellogg’s share price. However, the
company recently raised its guidance for 2019 sales growth to
5%, the high end of it previous guidance. 2019 looks like it will
be a better year for Kellogg than was 2018.
Macatawa Bank Corporation
The Holland-based bank had a very good year, but its price
fell victim to concerns about the U.S. economy. Its stock price
approached $13 in early July, having risen around 35% from
the beginning of the year, but closed at $10.00 per share.
Third quarter net income was up 41% year over year, however,
at least partly due to lower federal tax rates. Macatawa
increased its quarterly dividend by 16%, its return on assets
was 1.37% for the first three quarters, and its dividend yield is
nearly 3%. Even with its current lower price, its price/earnings
ratio is 15.3, and that’s high. It reflects investor optimism
about the future, but also makes the stock somewhat pricey.
Meritage Hospitality Group Inc.
Meritage is the nation’s largest owner of Wendy’s restaurants,
as well as the owner of several other types of restaurants.
In total, it owns 314 restaurants with plans to increase that
number to 420 by 2021. It had plans to open a new Wendy’s
restaurant every 10 days of the fourth quarter, and as of
December, was doing so. It also has a robust program to
renovate older Wendy’s restaurants. There is a little cause
for concern, however. Comparing third quarter performance
for same-store-sales (doing so omits the effects of new
acquisitions), sales fell 1.9%.
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Mercantile Bank Corporation
There seems to be nothing but good news regarding
Mercantile Banks performance. It had consistent earnings
growth from quarter to quarter, had a strong commercial loan
pipeline for the second consecutive year, and characterizes
the Michigan economy as strong. Through the first three
quarters of 2018, eps rose from $1.41 to $1.83, a 30% increase.
Mercantile paid its usual quarterly dividend of $0.19 in the
2017 fourth quarter. Then the dividend exploded. It was
increased to $0.22 in 2018’s first quarter, to $0.24 at the end
of the third quarter, and to $0.25 at the end of the fourth
quarter. Further, a special $0.75 dividend was tacked on in
December. That’s a total dividend of $1.68, amounting to 6%
of the stock’s price at year end. In spite of all this good news,
the bank’s stock price fell 20% in the second half of 2018 as
concerns about the U.S. economy overwhelmed the bank’s
performance.
Perrigo Company PLC
Investors in Perrigo – one of the world’s largest generic and
over-the-counter pharmaceutical manufacturers - had a
terrible year. The stock price drifted down throughout the
year. The company had three CEOs during the year, and it
would be unusual if that didn’t cause disruption in company
affairs. Further, the company reduced its earnings guidance
for the year, and reported a net loss of $68 million in the
third quarter. The company’s stock began the year with a
price around $90 per share, but the price drifted down to
$52 by mid-December. Then things turned especially ugly on
December 21 when the company announced it had received
an unexpected tax bill for $1.9 billion (yes, billion) from
Ireland’s tax officials. Perrigo had completed a tax inversion
in 2013 when, for income tax purposes only, it moved its
headquarters to Ireland to take advantage of much lower
tax brackets than in the US. Even though the company says
the tax is without merit and plans to appeal, investors drove
Perrigo’s stock price down another 29% that day to $37.02.
Its stock was the Index’s worst performer in 2018.
SpartanNash Company
What a choppy year for investors in SpartanNash! The
company’s stock price was up and down all year, and several
times the daily percentage price changes – both up and
down - were double digit. That’s relatively unusual volatility.
Spartan is battling higher freight and labor costs which have
been offsetting the benefits of sales increases. 3Q net sales
increased 1.0%, while eps of $0.50 exceeded the consensus
estimate of $0.48. Investors were expecting more, and as
a result, the company’s stock price ended 2018 near a yearly
low. The company’s price/earnings ratio is a relatively low
7.4, while it’s dividend yield is a high 4.3%. The company
owns supermarkets across 45 states, Europe, and several
countries.
Steelcase, Inc.
There is great news about Steelcase. It is enjoying strong
earnings growth, and in fact, the company is expecting fiscal
year 2019 (ending February 28) to be the strongest year in a
decade. Third quarter eps increased by 41% compared with
the same quarter a year earlier. The company has worked
hard to broaden its product offerings, and it’s working. Orders
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and backlogs have increased 14% and 16%, respectively.
In addition, December 2017’s tax cuts lowered Steelcase’s
effective tax rate from 32% to 17%. It’s interesting to note that
Steelcase’s stock price has fluctuated mostly in the teens
for 20 years, but 2019 may be the year the company’s stock
cracks through the $20 per share level.
Stryker Corporation
Stryker’s stock price hit $179 in both June and October, but
a sharp sell-off near the end of December knocked more
than $15 off the price. Even so, the company ended the year
with a price higher than at the beginning of 2018. When third
quarter earnings were reported, sales had risen by 8%, and
Stryker raised its full-year guidance for both sales and eps
growth. With a price/earnings ratio of nearly 50, investors are
showing their optimism about Stryker’s future.
Universal Forest Products, Inc.
Its stock price was stable at $35-$39 until mid-September,
then began a steady decline to its low for the year near
the end of December. In its most recent quarterly report,
the company reported record sales and earnings, and most
notable, the 13th consecutive quarter for records in both
measures.
So why did the company’s stock price drop given its record
performance? Most likely it’s due to fears of a slowdown in
the housing and construction industries because of higher
interest rates, and the overall disillusionment with the outlook
for both the U.S. and foreign economies.

Whirlpool Corporation
Whirlpool’s price was its highest in January, steadily
declined all year, and was near its lowest in late December.
Clearly, investors were not impressed with the company’s
outlook. The company reported losses in the 4Q of 2017, a
relatively small profit in Q1 of 2018, lost over $600 million in
the Q2, and earned $216 million in the 3Q. Over this fourquarter span, Whirlpool reported $600 million of losses.
Whirlpool attributes its problems to rising raw material costs,
specifically, tariffs on aluminum and steel. Further, sales have
not met projections, a major factor in falling share prices.
Wolverine World Wide, Inc.
The company had good financial news in its third quarter
report. Revenue increased 3.9%, but profits rose 44%
compared with the third quarter of 2017. Gross profit margin
also increased. Wolverine increased its prior guidance for
sales, operating margin, and eps for the fourth quarter.
Investors like this type of good news, and as a result,
Wolverine’s stock price was one of only three companies in
the West Michigan Stock Index that didn’t fall in 2018. Here’s
another shout out for the company: Its dividend increase in
February 2018 from $0.06 to $0.08 per share was not only a
33% increase, but was the company’s first dividend increase
in many years. Rockford-based Wolverine World Wide,
Inc. designs, manufactures, sources, markets, licenses, and
distributes footwear, apparel, and accessories.

